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FOREWORD 

Ina rapidly changing global trade environment, the international competitiveness of Canadian industry 
is the key to growth and prosperity. Promoting improved performance by Canadian firms in the global 
marketplace is a central element of the mandates of Industry, Science and Technology Canada and 
International Trade Canada. This Industry Profile is one of a series of papers in which Industry, 
Science and Technology Canada assesses, in a summary form, the current competitiveness of 
Canada’s industrial sectors, taking into account technological, human resource and other critical 
factors. Industry, Science and Technology Canada and International Trade Canada assess the most 
recent changes in access to markets, including the implications of the Canada-U.S. Free Trade 
Agreement. Industry participants were consulted in the preparation of the profiles. 

Ensuring that Canada remains prosperous over the next decade and into the next century is 
a challenge that affects us all. These profiles are intended to be informative and to serve as a basis 
for discussion of industrial prospects, strategic directions and the need for new approaches. 
This 1990-1991 series represents an updating and revision of the series published in 1988-1989. 
The Government will continue to update the series on a regular basis. 


Michael H. Wilson 


Minister of Industry, Science and Technology 
and Minister for International Trade 


The industry can be divided on a product basis into three 
subsectors: precious metal jewellery, costume jewellery and 


Structure 

The jewellery industry is made up of manufacturers 
primarily engaged in producing articles made of precious 
metals with or without precious stones, as well as articles 
plated with precious metals. It also includes firms engaged 
in lapidary work, the cutting and polishing of diamonds and 
the manufacture of costume jewellery. 

The jewellery industry in Canada dates back to the 
17th century and derived its early impetus from Britain. 
Although in recent years the Canadian industry has been 
more inclined towards American trends, Canada has developed 
distinct styles which compare favourably with products of 
other countries. 


silverware. In 1989, industry shipments were $434.3 million. 
Precious jewellery made up approximately 74 percent of this 
total, while costume jewellery represented about 20 percent. 
The remaining 6 percent was generated in silver hollowware 
and flatware products. In 1989, the industry employed 
5 646 people, most of whom worked in the precious 
jewellery subsector. 

Exports reached $51 million in 1989, representing 
11.7 percent of the value of shipments (Figure 1). The prin- 
cipal export markets were the United States ($24 million), 
Japan ($8.3 million) and the European Community (EC) 
($7.1 million). Imports into Canada totalled $197.8 million in 
1989, representing 34.0 percent of the Canadian market. Asia 
was Canada’s prime source of jewellery imports, accounting 
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Figure 1 — Imports, Exports and Domestic Shipments, 1989 


for 45.2 percent of total imports, or $89 million. The EC 
stood second, supplying 26.1 percent of imports, while the 


United States accounted for 23.5 percent. In terms of products, 


precious metal jewellery represented 40.2 percent of imports, 
costume jewellery 32 percent, and the remainder consisted 
of silverware, goldware and stones. 

Precious metal jewellery manufacturers produce primarily 
10-karat, 14-karat and 18-karat gold jewellery such as rings, 
wedding bands, charms, pendants, earrings, bracelets and 
neck chains. In this subsector of the industry, disposable 
income is considered a significant demand factor by the final 
consumer, even though, within limits, price is not. Firms pro- 
ducing these products use three methods of manufacturing: 
stamping, chain making and “lost-wax” casting. The latter is 
a casting process whereby wax |S encased in a rubber mould. 
When hardened, the wax “tree” is removed from the mould 
and plaster is poured over the wax tree mould. When the 
plaster dries, the mould is fired and the wax melts away, 
leaving a hollow cavity into which molten metal is poured. 

Costume jewellery manufacturers produce a wide range 
of jewellery composed primarily of plated or unplated base 
metal and plastic. “High-end” costume jewellery is associated 
with quickly changing fashion trends. Consequently, colour 
and variety of design figure more prominently than in its 
“low-end” counterpart. Demand in the costume jewellery 
subsector is strongly influenced by price and fashion. When 
prices are increased, consumers either resist purchasing or 
upgrade their purchases to precious jewellery. Stamping and 
white metal casting are the major processes used by costume 
jewellery manufacturers. 


Silverware manufacturers produce hollowware and 
flatware, including trays, goblets, candlestick holders and tea 
services. The manufacturing processes used by these firms 
are stamping, metal spinning and casting. Since silverware 
represents a small part of industry shipments, this profile 
concentrates primarily on the precious metal and costume 
jewellery subsectors. 

Traditionally, the Canadian industry has been charac- 
terized by a large number of small, privately owned manufac- 
turing operations. Of the 379 establishments in this sector in 
1989, approximately 75 percent had fewer than 10 employees 
and accounted for about 20 percent of total shipments. Large 
establishments employing 100 people and more (about 
2 percent of the total) accounted for roughly 25 percent of 
shipments. These large manufacturers produce a wide range 
of jewellery, both precious metal and costume. The 23 percent 
of firms employing between 10 and 99 people accounted for 
the remaining 55 percent of shipments. Jewellery operations 
are concentrated in Toronto and Montreal, where the majority 
of consumers, skilled labour and major precious metal 
refiners are located. About 80 percent of establishments 
are in Ontario and Quebec. 

The jewellery industry is primarily Canadian-owned, 
with the majority of companies privately held and family- 
operated. The small amount of foreign ownership is mostly 
American and mainly in the costume jewellery subsector. 

The major suppliers to the jewellery industry are precious 
metal refiners. These establishments re-refine, re-melt and roll 
precious metals such as gold, silver and platinum. The major- 
ity are U.S-owned and have modern, world-scale operations. 
In addition, refiners are often involved in gold-lending or 
gold-purchasing agreements with jewellery manufacturers. 
These arrangements enable manufacturers to borrow gold 
from a refiner at a specified rate of interest. The gold is physi- 
cally transferred to the manufacturer's premises. After it is pro- 
cessed, shipped and invoiced to the retailer, the manufacturer 
pays the refiner for the amounts used. The purchase price is 
based on the gold price at the time of the sale to the retailer. 
As a result, manufacturers are able to hedge against losses 
resulting from wild swings in gold prices. Before this practice 
was instituted, swings in gold prices contributed significantly 
to the downfall of a number of jewellery companies. 


Performance 

From 1983 to 1988, the number of establishments 
increased from 350 to 426, while the number of employees 
increased somewhat from 5 117 to 5 302 (Figure 2). These 
increases reflect the ease of entry for small-scale operations. 
The number of establishments, however, then fell to 379 in 
1989, while employment continued to increase to 5 646, 
reflecting a rationalization of the industry, 
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Industry shipments experienced a period of stable 
growth from 1973 to 1979. However, 1980 and 1981 were 
less successful years for the industry due to the sudden and 
volatile fluctuations in precious metal prices. Generally, man- 
ufacturers can cope with changes in the international prices 
of precious metals as long as they are gradual. From 1983 
to 1986, the industry once again experienced a steady growth 
pattern. In 1987, growth declined somewhat, recovered in 
1988 and continued to improve in 1989. 

Exports as a percentage of industry shipments declined 
from 8.7 percent in 1983 to 7.4 percent in 1986, but then 
jumped to 12.7 percent in 1987, 13.1 percent in 1988 and 
declined to 11.7 percent in 1989. In terms of products, exports 
of costume jewellery increased from 28 percent of total exports 
in 1985 to more than 52 percent in 1989. This trend reversed 
itself in 1990, when costume jewellery exports, primarily to 
the United States and Japan, declined to 39 percent. Imports, 
as a percentage of the apparent Canadian market, increased 
from 28.2 percent in 1983 to 34.0 percent in 1989. Asia has 
replaced the United States as the main supplier since 1985. 

The relatively small domestic market has led to some 
industry rationalization, especially among the more sophis- 
ticated companies, which are moving towards vertical inte- 
gration in their operations. Capital expenditures in the sector 
totalled $72.4 million from 1977 to 1989. Several precious 
metal refiners have expanded into jewellery production as a 
natural extension of their manufacturing activity. This trend is 
also occurring in other developed countries. The closer links 
between refiners and jewellery manufacturers may result in a 
more cost-efficient Canadian industry. 

Industry price competition at the manufacturing level is 
stiff and, because of the high level of imports, profit margins 
are low. The large excess capacity in the industry at this time 
further contributes to these lower margins. 


Strengths and Weaknesses 


Structural Factors 

The Canadian industry is competitive on world markets 
in the mid-priced range of machine-made precious jewellery 
items such as chains, pendants and earrings. Its other area 
of export strength is in the middle to high-end costume 
jewellery market, which is associated with quickly changing 
fashion trends. Several large firms have begun to operate on 
a scale that makes certain domestically produced commodity 
products more competitive with imports. For example, the 
efficiency of chain-making operations has increased greatly 
through the adoption of state-of-the-art equipment, so that 
most styles and weights can now be supplied domestically. 
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Figure 2 — Total Shipments and Employment 


Similarly, many “findings” (specialized parts of jewellery 

such as clasps) that were formerly imported are now being 
produced in Canada because the acquisition of new machinery 
has increased Canadian capabilities. 

Canadian jewellery manufacturers have been successful 
in adopting production methods to exploit niches in the small 
domestic market. In an industry that is strongly influenced by 
lifestyles, clothing designs and fashion changes, the produc- 
tion flexibility of Canada’s relatively small firms has allowed 
them to take advantage of emerging market opportunities. 
This flexibility has even offset the image of craftsmanship and 
trendsetting design enjoyed by products from Europe and the 
United States. The Canadian industry is also penetrating a 
wider number of export markets. 

In 1987, Peoples Jewellers Limited, a Canadian-controlled 
retailer of jewellery items and related merchandise, purchased 
Zale Corporation, which is the largest jewellery retailer in the 
United States. As a result, Peoples Jewellers now source more 
Canadian products in order to supply its U.S. retail operations. 
In addition, domestic manufacturers are selling fashion jewellery 
to sophisticated markets such as Japan and the United Kingdom. 

The domestic market is small and almost saturated. 

As a result, there are few opportunities for growth based on 
Canadian demand. To exploit economies of scale, domestic 
producers need to expand their penetration of export markets, 
displace imports or consolidate production units. 

Because the finished jewellery industry is exclusively 
consumer-oriented and highly dependent on fashion trends, 
the focus of the industry is on product design. The Canadian 
Jewellers Institute, through its design programs, has played 
a role in assisting manufacturers to be in the forefront of 
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fashion design. The close proximity to major North American 
jewellery centres, such as New York, further enables Canadian 
designers to be conscious of current trends. 

Approximately one-half of annual precious metal jewellery 
sales occur during the fourth quarter of the year. The season- 
ality of the precious metal jewellery market is more significant 
than that for costume jewellery, because the precious metal 
products are more expensive and are often planned rather 
than impulse purchases. 


Trade-Related Factors 

Under the Canada-U.S. Free Trade Agreement (FTA), 
all jewellery-related tariffs are to be phased out. Commencing 
1 January 1989, precious metal jewellery tariffs will be elimi- 
nated in five steps, while costume jewellery tariffs will be 
phased out in 10 equal, annual steps. 

In 1989, most jewellery products entering Canada 
were Subject to a Most Favoured Nation (MFN) tariff rate of 
between 11.0 and 13.3 percent. With respect to our major 
market, under the FTA, the United States tariff rates have been 
reduced to between 5.2 percent and 9.9 percent from the MFN 
rate that ranged from 6.5 percent to 11.0 percent. Tariff rates 
of the European Community ranged from 3.5 to 8.5 percent: 
those of Japan varied from 6.6 to 12.5 percent. Australia 
levies a 25 percent tariff. 

Canada’s Precious Metals Marking Act is not considered 
to be a non-tariff barrier to trade and Is similar to the regulations 
and standards in most developed nations. Generally, these 
regulations define the gold, silver, platinum or palladium 
purity required for identifying the quality of jewellery and 
silverware, and are intended to give a certain degree of 
protection to the consumer and jeweller. 

There are two basic methods of administering these 
regulations. Under the first, used primarily in Britain, the 
manufacturer sends the finished product to an officially 
recognized assay office. The goods are tested against 
required standards; if they comply, they are stamped by 
the assay office. The second method, used in Canada, 
does not require a manufacturer to mark an article. How- 
ever, if a quality mark is applied to a precious metal article, 
the mark must be accurate within prescribed tolerances 
and a registered trademark must be applied. This system 
is enforced by government inspectors who have the author- 
ity to inspect, test and take appropriate action when necessary. 
Most countries with marking regulations use variations of the 
two systems: such variations employ different enforcement 
procedures and standards and can impede the international 
flow of trade. 


Technological Factors 

Technological advantages in this sector are largely derived 
from the reduction of labour costs through mechanization of 
production. A number of technological advancements have 
affected the industry. In June 1990, a procedure for manufac- 
turing jewellery, referred to as “electroforming,” was introduced 
in Canada. The procedure, developed in Germany, involves the 
electrolytic deposition of metal on a wax pattern. Once the elec- 
trodeposition has been completed to the desired thickness, the 
wax is processed out of the metal shell. This leaves a hollow 
form that is lighter in weight than the traditional solid jewellery 
pieces made through a casting process. The advantages of this 
procedure are that large, lightweight pieces with complex shapes 
and surface details can be easily produced. In addition, the rela- 
tively thin wall of metal results in less precious metal content 
and, therefore, a lower cost to the consumer. Electrochemical 
solutions and photo-etching processes are also gaining popu- 
larity aS a means of reducing labour costs, which are often the 
only major variable costs that can really be controlled. Overall, 
the jewellery industry in Canada is as technologically advanced 
as any of its international competitors. 


Other Factors 

In recent years, the Canadian exchange rate against the 
U.S. dollar has given domestic manufacturers an advantage 
over their U.S. counterparts in several markets (Figure 3), 
particularly Japan, where exports increased from $2 million 
in 1985 to $8.3 million in 1989. However, since product 
design, rather than price, is a significant demand factor, pre- 
cious metal jewellery and silverware are not greatly affected 
by exchange rate movements. 

In addition to the goods and services tax (GST), domestic 
and imported jewellery products are subject to a 10 percent 
federal excise tax. Numerous representations have been made 
by industry associations to government, without success, to 
have this tax repealed. 


Evolving Environment 


Demand for jewellery is influenced by complex and 
interrelated economic, demographic and sociological factors. 
One factor that has been particularly significant over the past 
few years has been the increase in the number of women 
moving up in business, social and political circles. These 
women have increasingly more disposable income. Canadian 
retail studies indicate that women now are purchasing an 
estimated 87 percent of all precious metal jewellery in 
Canada and about 89 percent of all gold jewellery. 
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Figure 3 — Exchange Rates of Major Currencies 


Licensing of brand names has had an impact on the 
marketing of jewellery in Canada. Commercial names used 


in jewellery products are generally those of clothing designers. 


Also, various well-known sports franchises have recently 
awarded licences to jewellery manufacturers. 

Since the domestic market is almost saturated, future 
growth will depend on export success. In 1987, exports of 
precious metal and costume jewellery reached $47.9 million, 
which was a significant increase over the 1986 exports of 
$28.3 million. Exports increased again in 1988 to $53 million, 
decreased somewhat to $51 million in 1989 but rose again in 
1990 to $55.9 million. The bulk of the increase in 1987 was 
due to the purchase of Zale Corporation of the United States 
by Peoples Jewellers of Toronto. The United States represents 
the major market for Canadian precious metal jewellery, while 
Japan is the largest market for costume jewellery. 

The financial performance of the industry in the past has 
been greatly influenced by large fluctuations in the prices of 
precious metals, which in turn are sensitive to world events. 
It is anticipated that the industry will continue to experience 
unstable raw material prices in the years ahead. 

The impact of the FTA on the precious metal jewellery 
industry is expected to be beneficial, since the reduction in 
tariffs will make Canadian products more competitive in the 
United States. However, since the United States originates 
many of the industry trends and fads and possesses large- 
scale plants, significant restructuring and rationalization in 
the costume jewellery subsector is anticipated. 


At the time of writing, the Canadian and U.S. economies 
were showing signs of recovering from a recessionary period. 
During the recession, companies in the industry generally 
experienced reduced demand for their outputs, in addition 
to longer-term underlying pressures to adjust. In some cases, 
the cyclical pressures may have accelerated adjustments 
and restructuring. With the signs of recovery, though still 
uneven, the medium-term outlook will correspondingly 
improve. The overall impact on the industry will depend 
on the pace of the recovery. 


Competitiveness Assessment 


The Canadian industry is competitive on world markets 
in the mid-priced range of machine-made, precious metal 
jewellery items such as chains, pendants and earrings. Its 
other area of export strength, middle to high-end costume 
jewellery, particularly in the Japanese and the U.S. markets, 
will continue on the basis of Canadian design excellence 
and given current exchange rates. Recently, several Canadian 
jewellery manufacturers have won international design awards. 
This recognition can only help the industry develop and build 
on its high-fashion image. On the other hand, domestic low- 
end costume jewellery manufacturers have experienced 
Significant import pressure. 

The phasing-out of tariffs under the FTA will be bene- 
ficial to the precious metal jewellery subsector. However, the 
FTA is.expected to increase competition in the low end of the 
costume jewellery subsector. 


For further information concerning the subject matter 
contained in this profile, contact 


Consumer Products Branch 

Industry, Science and Technology Canada 
Attention: Jewellery 

235 Queen Street 

OTTAWA, Ontario 

K1A OHS 

Tel.: (613) 954-3104 

Fax: (613) 954-3107 
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PRINCIPAL STATISTICS 


1973 1982 1983 1984 1985 1986 1987 1988 1989 
Establishments 265 302 350 379 393 417 380 426 379 
Employment 5 996 5 181 Ms 4931 4 838 Doel 4927 5 302 5 646 
Shipments ($ millions) 127.0 Sea 313.4 O22 335.1 380.3 378.3 405.6 434.3 
Investment ($ millions) N/A 78 47 40 39 5.4 4.0 4.2 3.6 


aEstablishments, employment, and shipments are from Other Manufacturing Industries, Statistics Canada Catalogue No. 47-250, annual 
(SIC 3921, jewellery and silverware industry). 


bSee Capital and Repair Expenditures, Manufacturing Subindustries, Intentions, Statistics Canada Catalogue No. 61-214, annual. 


N/A: not available 


-TRADE STATISTICS = 

1973 1982 1983 1984 1985 1986 1987 1988 1989 
Exports? ($ millions) 7.0 29.7 27.4 26.4 26.5 28.3 47.9 53.0 51.0 
Domestic shipments ($ millions) 120.0 289.4 286.0 296.5 308.6 352.0 330.4 352.6 383.3 
Importsb ($ millions) 48.8 81.7 112.6 148.2 182.2 209.5 201.0 171.9 197.8 
Canadian market ($ millions) 168.8 371.1 398.6 444.7 490.8 561.5 531.4 524.5 581.1 
Exports (% of shipments) 5.5 93 8.7 8.2 79 74 12.7 13.1 ky 
Imports (% of Canadian market) 28.9 22.0 28.2 33.3 7 3a 37.3 37.8 32.8 34.0 


aSee Exports by Commodity, Statistics Canada Catalogue No. 65-004, monthly. 
bSee /mports by Commodity, Statistics Canada Catalogue No. 65-007, monthly. 


1982 1983 1984 1985 1986 1987 1988 1989 
United States 41.0 40.0 36.0 114 13.4 29.4 23.7 23.5 
European Community 30.4 28.0 29.2 25.2 24.2 25.3 28.5 26.1 
Asia 21.0 23.0 27.4 38.2 40.2 43.9 | 43.1 45.2 
Other 76 9.0 74 25.9 22.2 ne 47 522 


See /mports by Commodity, Statistics Canada Catalogue No. 65-007, monthly. 


1982 1983 1984 1985 1986 1987 1988 1989 


United States 32.0 Ole 45.3 56.9 53.6 48.8 45.5 47.4 
European Community 17.0 16.0 122 13.8 145 16.1 (22 13.9 
Asia 7.0 11.0 13.4 Ushi? 22.4 27.9 32.6 30.2 
Other 44.0 35.8 29.1 15.6 9.5) 7.2 Si 8.5 


aSee Exports by Commodity, Statistics Canada Catalogue No. 65-004, monthly. 


REGIONAL DISTRIBUTION@ (average over the period 1986 to 1988) — 


Atlantic Quebec Ontario Prairies British Columbia 
Establishments (% of total) 1.2 35.1 45.7 7.0 11.0 
Employment (% of total) X ee 63.2 X 43 
Shipments (% of total) X 25.0 65.6 X 5.8 


aSee Other Manufacturing Industries, Statistics Canada Catalogue No. 47-250, annual (SIC 3921, jewellery and silverware industry). 
X: confidential 


MAJOR FIRMS 

Name Country of Location of 
ownership major plants 

A &A Jewellers Limited Canada Scarborough, Ontario 
Bijoux Continental Inc. Canada Montreal, Quebec 
Coro (Canada) Inc. United States Toronto, Ontario 
Jolyn Jewellery Inc. Canada Downsview, Ontario 
Leach & Garner Gillcraft Canada Inc. United States Scarborough, Ontario 
Lipman & Co. Ltd. Canada Downsview, Ontario 
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INDUSTRY ASSOCIATIONS 


Canadian Jewellers Association 
Suite 1203, 20 Eglinton Avenue West 
TORONTO, Ontario 

MAR 1K8 

Tel.: (416) 480-1424 

Fax: (416) 480-2342 


Canadian Jewellery Travellers Association 
Suite 1203, 20 Eglinton Avenue West 
TORONTO, Ontario 

MAR 1kK8 

Tel.: (416) 480-1424 

Fax: (416) 480-2342 


Jewellers Vigilance Canada 

Suite 1203, 20 Eglinton Avenue West 
TORONTO, Ontario 

MAR 1K8 

Tel.: (416) 480-1452 

Fax: (416) 480-2342 


Silversmiths Guild of Canada 

Suite 1203, 20 Eglinton Avenue West 
TORONTO, Ontario 

MAR 1kK8 

Tel.: (416) 480-1424 

Fax: (416) 480-2342 


Printed on paper containing recycled fibres. & 
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